71

But it is the essence of my case that to make gold a
legal tender in India would enhance the value of gold all
over the world, and increase the dislocation in the relative
price of the precious metals which has assisted in dis-
arranging tlie commerce of the world.

His next point is, that I described him as proposing
that the Indian mints should cease to coin silver ad libitum.

In this I have followed the best known currency autho-
rities, whose doctrine it is that the amount of coin current
cannot be increased ad libitum, and that if, for State
purposes, you add to the existing currency of one metal
another currency of another metal, the one will displace the
other, not add to the total volume.

Persons bring silver to be coined because they want the
coins. Under Mr. DanielPs proposition, gold, in certain
cases3 would be brought instead, and silver would thereby
to that extent cease to be brought to be coined.

In substance, I adhere to what I stated. At page 19,
in one sentence, he seems to recognise the truth of the
statement himself. But in the following sentence he
appears to dispute it.

My last paragraph appears to him confused. It refers
to the large question of whether any one wins by the
present state of exchange between England and India.

It was suggested by his own criticism on Colonel
Smith's plan, which appears to me to be well founded.

I will endeavour to make my meaning clear.

The relative prices of the precious metals being in
what Colonel Smith calls their normal state, a Germar
exporter of wheat and an Indian exporter of wheat each
pay 100 in its production, the one in gold, the other in
silver, and each receives, as price for it, 120, or 20 per cent,
profit.

The next year the price of wheat falls from 120 to 100
in gold, and the relative prices of gold and silver become
abnormal, as at present.